pRaG RRS ES. 


RE 


INTERNATIONAL 
Financial News Survey 


Volume II, No. 36 . 


INTERNATIONAL MONETARY FUND . 


March 24, 1950 


Devaluation of Icelandic Krona 


The Government of Iceland has proposed and the Fund 
has concurred in a change in the par value of the Ice- 
landic kréna. The new rate, effective March 20, is 
16.2857 krénur per U.S. dollar, equivalent to 6.14 cents 
yer krona. The legislation authorizing this change (see 
this News Survey, Vol. II, p. 263) was passed by the 
Althing after the formation of a new coalition govern- 


ment. 


Monetary Reserves in 1949 


Estimates of the Board of Governors of the Federal 
Reserve System indicate that total gold reserves and 
short-term dollar balances of countries other than the 
United States and the Soviet Union increased during 
1949 from about $14.9 billion to about $15.2 billion, or 
by about $330 million. This is the first increase since 
1945. 

The greater part of the increase was in the form of 
gold rather than dollars. The gold reserves of these 
countries rose about $250 million—from slightly more 
than $9 billion to nearly $9.3 billion; short-term dollar 
balances (official and private) increased about $80 mil- 
lion—from $5.8 billion to $5.9 billion. This improvement 
was not uniform. The United Kingdom and its partners 
in the sterling area suffered a loss of reserves, but they 
were beginning to recoup them during the fourth quarter 
of the year. 

The accumulation of gold by monetary authorities was 
wsociated with a sharp reduction in the net flow of gold 
to the United States, which fell well below the level of 
world gold production outside the Soviet Union. 

The September currency devaluations were followed 
by a shift in the position of the United States from that 
of a net buyer to that of a net seller of gold. From Janu- 
ay 1 to September 18, the net inflow of gold into the 
United States was $462 million, but in the remainder of 
the year there was a net outflow of $232 million. Thus, 
for the year as a whole, there was a $230 million net 
inflow of gold into the United States, exclusive of net 
tales of $34 million to the Bank for International Settle- 
ments, 

The Board of Governors’ report attributes these changes 
‘0 a combination of circumstances, including the exten- 
sion of foreign aid under the European Recovery Pro- 
gram, the recovery of production and trade abroad, the 


This is the second change in the par value of the krona 
following announcement by the Fund of an initial par 
value on December 18, 1946. The rate then established 
was 6.48885 krénur per U.S. dollar, or 15.411 U.S. cents 
per kréna. This par value was changed with the concur- 
rence of the Fund on September 20, 1949 to 9.34107 
kronur per U.S. dollar, or 10.7054 U.S. cents per krona. 

The 42.6 per cent devaluation now effected represents 
a change of 60.2 per cent from the initial par value. 


tightening of foreign exchange and import restrictions, 
and the currency devaluations of last September. It warns 
that the level of gold and dollars available to monetary 
authorities outside the United States and the Soviet 
Union is still “precariously low,” and constitutes a serious 
impediment to the efforts of foreign countries to liberalize 
trade and payments. 
Source: Board of Governors of the Federal Reserve 
System, Federal Reserve Bulletin, Washington, 
D. C., March 1950. 


United States Tariff 


A statistical appraisal of the U.S. tariff has recently 
been made by A. R. Prest and R. D. Roy of the University 
of Cambridge, which seeks to explain the “startling differ- 
ence between the views expressed in the U.S.A., by both 
professional economists and laymen, on the current level 
of the U.S. tariff and those held in the rest of the world.” 
The authors point out that in the years preceding 1930 
there was a general tendency for U.S, tariff rates to rise, 
with the movement reaching its peak in the Hawley- 
Smoot Act of 1930. Using 1930 base weights and prices, 
the average rate on all dutiable imports in 1930 was 
44.7 per cent. By 1949 this had fallen to 15 per cent 
(using 1947 prices and weights and duty rates as of 
January 1, 1949) ; legislation now in force would permit 
a reduction, in terms of 1947 weights, to about 10 per 
cent. The use of a given year as a base means that both 
the weights for calculating average duties for each 
schedule (and the over-all average for all schedules) and 
the prices for converting specific duties into ad valorem 
equivalents are based on that year. 

It cannot be inferred from these figures, however, that 
the U.S. producer enjoys only a negligible protection 
from foreign competition. First, a calculation based on 
those imports which enter the United States is a highly 
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misleading concept; for where the tariff is effective in 
excluding most or all of certain categories of potential 
imports, i.e, in general when the tariff rate is high, the 
weight of such imports in the computation of the average 
incidence will be negligible. Similarly, the imports 
which have the largest weights in the average incidence 
are those for which the tariff is an ineffective deterrent. 
Second, the average rate conceals the wide dispersion of 
individual rates of duty on particular items; for example, 
the ad valorem equivalent duty in 1947-48 on a typical 
jewelled lever clock movement with seven jewels was 
about 150 per cent. Third, the choice of 1947 as a base 
year for prices and weights may be questioned. (The 
average rate on dutiable imports in 1949 was 25 per cent 
using 1939 weights and prices, compared with 15 per cent 
using 1947.weights and prices.) While 1947 is obviously a 
more relevant base than any prewar year, it should be 
noticed that some of the changed distribution of imports 
may be due to the increased effectiveness of the tariff 
in discouraging imports. Furthermore, one consequence 
of devaluation has been, through the reduction in dollar 
prices, to raise the ad valorem equivalent of all specific 
rates of duty. 

In addition, there are a number of miscellaneous points 
which strengthen the restrictive character of the tariff. 
First, there is some reason to suppose that the duties are 
highest on those goods for which the elasticity of demand 
is greatest (there is a negative correlation in many cases 
between the value of imports of a given commodity and 
the rate of duty). Second, specific duties on any one 
commodity bear more heavily on the cheapest ranges of 
that item, i.e., primarily on those brands which might 
have the widest market. Third, the tariff seems to be 
administered in such a way as to hamper the entry of 
foreign goods. Fourth, in addition to tariffs, other 
duties, such as processing taxes, may be levied on imports. 
Finally, the entry of goods may be hindered by other 
restrictive devices—such as those applied under the “Buy 
American Act” of 1933. 

For U.K. exports to the United States, the over-all inci- 
dence is estimated at just under 25 per cent. However, 
what is important to the United Kingdom is the marginal 
incidence of the tariff. When a list of items is taken, on 
which it is considered that a reduction in the tariff would 
assist U.K. exports to the United States, and the value 
is estimated for each item which could potentially be 
diverted from non-dollar countries to the United States, 
the marginal incidence (applying the 1949 duty rates) is 
calculated to be over 34 per cent. This, moreover, is a 
minimum estimate, since the calculation is based on the 
ad valorem equivalent of specific duties and, insofar as 
prices in terms of dollars are reduced through devalua- 
tion, a downward bias is introduced into the estimates of 
these duties. Further reductions in the U.S. tariff might, 


therefore, be expected to have favorable results for th. 
United Kingdom, although they would not solve all th 
other problems with which exporters have to deal, such 
as large distributive margins of imports, heavy advertiy 
ing costs, elegant packing, sales appeal, and the like. 
Source: London and Cambridge Economic Service, Lop. 
don School of Economics, Bulletin, London, 
England, February 1950. 
World Sugar Situation 

Present indications are that sugar supply and consump 
tion requirements will roughly balance during the 1949. 
50 sugar year. World production of raw sugar (exclusive 
of the U.S.S.R.) is likely to be 31.5 million metric tons, 
compared with 31.9 million in 1948-49. Approximately 
9,510,000 metric tons will be available for export during 
the current crop year. Effective import requirement, 
which allow for only relatively minor and scattered con. 
sumption increases in importing countries, can be roughly 
estimated at 9,482,000 metric tons, and the carry-over on 
September 1, 1950 is estimated to be insignificant. 

The 1948-49 crop year concluded with very smal 
visible exportable stocks, although there had been wide 
spread apprehension of a world surplus in the summer of 
1948. At that time the surplus was estimated at mor 
than 1,000,000 tons. As a result, futures prices began to 
decline rapidly, and although the spot price on December 
10, 1949 was 4.05 cents per pound on the New Yor 
sugar and coffee exchange, March 1950 futures sold ¢ 
3.46 cents. However, developments in Europe (ECA) 
and imports larger than had been foreseen by many 
countries plus a decline in exportable supplies in som 
Far Eastern territories brought about a fundamentil 
change in outlook. Prices began to rise by the midde 
of the year. Large purchases from Cuba by the United 
Kingdom for domestic consumption and by the Com 
modity Credit Corporation in the United States for ship 
ment to Germany and some ECA countries helped: 
stabilize the market, and March 1950 futures rose to 3.2 
cents on July 22, 1949. Fears of a burdensome surplu 
were dissipated further by the protracted shipping strikt 
in Hawaii and by maintenance of high consumption 2 
the United States followed by increased U.S. import 
from Cuba. At the same time, Latin American countries 
increased their shipments; the highest price was attained 
by the Dominican Republic in its shipments to the Unitel 
Kingdom when 4.50 cents per pound was received on the 
last shipment of 25,000 tons. Prices rose further during 
January. Sales to several European and Latin America 
countries were made at 4.50 cents to 4.60 cents. Al 
these increases took place notwithstanding the fact tht 
devaluation had increased by some 25 to 40 per cent the 
price of dollar sugar in terms of the currencies of mat] 
importing countries. 
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Although the sugar market is now quite stabilized, 
persistent fear that the equilibrium between supply and 
demand will not last has led to continued efforts to 
develop an international agreement to regulate interna- 
tional trade in that commodity. The continuance of high 
sgar prices has induced several European and other 
countries to undertake the development of sugar pro- 
grams, but a serious sugar surplus and a collapse of the 
sugar market seem less imminent than is generally 
sumed. Both consumption levels and populations are 
rising. In projecting future trends in demand for and 
the price of agricultural commodities, insufficient con- 
sideration may have been given to the basic population 
factor and to the changes in consumption which follow 
the spread of industrialization, increased income (espe- 
cially in the so-called underdeveloped areas), and full 
employment.- ’ ee A 
Source: Food and Agriculture Organization, Commodity 

Reports, Washington, D.C., February 10, 1950. 


Inter-American Economic and Social Council Meeting 


A Special Meeting of the Inter-American Economic 
and Social Council began on March 20 in Washington, 
D.C. The topics to be considered include the following: 
(1) consideration of the preparatory work for the Inter- 
American Economic Conference and decision concerning 
the Council’s future action in this respect; (2) reserva- 
tions to the Economic Agreement of Bogota; (3) pro- 
gram of technical assistance; and (4) economic conse- 
quences of the devaluation of currencies. 

In respect to this last point, a document entitled “Report 
of the Secretariat Respecting the Effects of Monetary 
Devaluation on Latin American Exports” has been pre- 
pared. It contains a review of the measures taken by 
several Latin American countries to devalue their cur- 
rencies; a study of the general effects of devaluation on 
prices, production, and consumption, with special atten- 
tion given to-the characteristics of supply and demand; 
and an analysis of the effects of devaluation on the prices 
of specific products, such as bananas, cacao, coffee, cop- 
per, corn, cotton, lead, meats, sugar, tin, wheat, and wool. 
Three appendices present tabulations for 1938, used as a 
prewar illustration, for 1947 and 1948, and part of 1949. 

In relation to topic (1) above, documents are being 
circulated that cover (a) consideration of the possibility 
ind advisability of creating an Inter-American Institute 
of Immigration; (b) study of the possibility and advis- 
ability of creating an Inter-American Bank or an Inter- 
American Development Corporation; (c) report on the 
possibility of creating an Inter-American Institute of 
Commerce; (d) commercial credit policy of the Ameri- 
tan States; and (e) the report of the Secretariat on 
Economic Conditions and Development Problems of Latin 
America. 


Bank Advances in the United Kingdom 


Bank advances in the United Kingdom rose to £1,646 
million in the three months December 1949 to February 
1950, an increase of £113 million over the previous quar- 
ter and £82 million for the year. Seasonal forces account 
for part of the increase, but larger inventories and 
higher prices are important factors. The increases are 
more widely diffused than they were a year ago. Public 
utility borrowing rose £37 million, after an increase of 
£A2 million in the previous quarter; these advances are 
understood to be temporary loans to the electricity and 
gas undertakings pending a further capital issue. 

It is understood that there was a distinct tightness of 
funds — over and above that. due.to seasonal tax :de- 
mands — which has led to increased recourse to the 
banks, especially by the consumer goods and distributive 
trades. This is attributed to the passing of the sellers’ 
markets, and to the virtual closure of the new issues 
market. 

Sources: The Financial Times, London, England, March 
15 and 17, 1950. 


U.K. Foreign Visitors in 1949 


Last year was a record year for foreign visitors to the 
United Kingdom. According to provisional figures issued 
by the Board of Trade, they totaled 434,000, which was 
2 per cent higher than the previous record established in 
1948. Nearly 100,000 visitors were from the United 
States, about a third more than in 1948. There was also 
an increase of 20 per cent in the number of Americans 
passing through on the way to other destinations. 
Source: Records and Statistics, Supplement to The Econo- 

mist, London, England, March 18, 1950. 


Release of Sterling Balances 


In a written reply to a Parliamentary question on 
March 9, the Minister of State for Economic Affairs 
stated that sterling releases by the United Kingdom to 
Brazil, Ceylon, Egypt, India, Iraq, Israel, Pakistan, 
Sweden, and Uruguay in 1949 amounted to £218 million. 
Source: Records and Statistics, Supplement to The Econo- 

mist, London, England, March 18, 1950. 


Belgian National Bank Policy 

At the general meeting of stockholders of the National 
Bank of Belgium on February 27, Governor Frere made 
an important declaration of the Bank’s views on the 
major problems affecting the country’s currency, par- 
ticularly in connection with the September devaluation. 
The devaluation was necessary, he said, only because of 
the devaluation of sterling at a rate higher than was 
expected. The experience of recent months shows that 
the rate of Bfr 50 to US$1 was well chosen. There has 
been no great variation in the price index; the level of 
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unemployment is not substantially higher than a year 
ago; and there has been marked progress toward a better 
balance in payments with neighboring countries. 

The restoration of Parliament’s power to determine 
the value of the Belgian currency was declared to be a 
necessary safeguard against any future surprise devalua- 
tion. Last September, without the intervention of Parlia- 
ment, devaluation was decided by the Council of Min- 
isters, under the authority of a decree of May 1, 1944, 
passed in London. As more normal conditions return, 
this decree should be abrogated. Governor Frere also 
recommended that a legal fixed percentage be re-estab- 
lished for the gold or foreign exchange cover for the sight 
liabilities of the National Bank as a guarantee against 
excessive credit expansion. 

-t; che book. profit of the revaluation of the gold stock, 
some Bir 4 billion, "should be used as partial reimburse- 
ment ot the government debt to the National Bank. Two 
days earlier, Finance Minister Liebaert had suggested the 
use of this profit for the partial financing of the 1950 
extraordinary budget of Bfr 18 billion. Later, in pre- 
senting the budget, the Finance Minister proposed that 
the profit be brought into the 1950 budget as an extra- 
ordinary item and that it should be deposited in a special 
account in the National Bank. The use to be made of 
the account would be settled by agreement between the 
Finance Minister and the Governor of the National Bank. 
Sources: Neue Ziircher Zeitung, Ziirich, Switzerland, 
March 1, 1950; The Financial Times, London, 
England, March 4, 1950. 


Danish Sterling Debt 

The Danish sterling debt was reduced from about 520 
million kroner (£27 million) in December 1948 to about 
300 million kroner (£16 million) in September 1949. 
Since devaluation the debt has again increased and now 
amounts to about 425 million to 450 million kroner 
(£22 million to £23. million). .The-increase is due in 
part to deterioration of the Danish terms of trade with 
the United Kingdom, because of lower export prices and 
higher import prices, and in part to the use of sterling 
for payments to third countries, namely Sweden, France, 
Argentina, and Brazil, with which the trade balance has 
recently been passive. 

It is estimated that the sterling debt will increase fur- 
ther this year, possibly reaching a level as high as 600 
million to 700 million kroner (£31 million to £36 
million). 

Sources: Géteborgs Handels-och Sjéfarts-Tidning, Goth- 
enburg, Sweden, March 1, 1950; Harald R. 
Martinsen, Danish Letters, Copenhagen, Den- 
mark, March 10, 1950. 


Sweden and Bretton Woods Institutions 
According to a bill introduced in the Swedish Parlia- 
ment, Sweden intends to apply for membership in the 


International Monetary Fund and the International Bank 
for Reconstruction and Development. The bill estimates 
that Sweden’s financial obligations tc the two institutions 
would amount to 621.6 million Swedish kronor (US$]2 
million), of which 81 million kronor (US$15.64 million) 
would be payable in gold or dollars. In the opinion of 
the Ministry of Finance, these obligations are large, but 
not so large as to prevent Sweden from becoming a 
member of the two institutions. 
Source: Norges Handels og Sj¢fartstidende, Oslo, Nor. 
way, March 14, 1950. 
Spain's Industrialization Plan 

The Spanish Minister of Industry and Commerce has 
released details of a two-year industrialization plan, 
which is part of the five-year plan to complete the basic 
industrialization-of ‘Spain. All mining production is to 
be increased, with emphasis on greater output of coal; 
the goal for coal production is an increase of 500,000 
tons a year. It is expected that, at the end of 195], 
electric power capacity will have increased by 450,000 
kilowatts, of which 175,000 will be hydroelectric and the 
rest thermoelectric. Textile and paper mills will be 
established in the Madrid, Valencia, Seville, and Vallado- 
lid regions; heavy industries will be expanded in the 
northern centers; the production of fertilizer—one of the 
main bottlenecks of Spanish agriculture—is expected to 
reach 600,000 tons a year at the end of the program, 
with an annual output of 60,000 tons of ammonium 
sulphate alone; and petroleum refining operations will 
be increased. 

The financing of the plan—for which no figure is 
available—is to be borne jointly by the Government and 
private enterprise. 

Source: Jornal do Comercio, Lisbon, Portugal, March 9, 
1950. 


Greek-U.S. Fiscal Agreements 


Two agreements between Greece and the United States 
deal with the fiscal obligations of nationals of each coun 
try residing in the other’s territory. The agreements are 
connected with measures intended to avoid double tax 
tion and evasion of inheritance and income taxes. 
Sources: To Vima, Athens, Greece, February 25, 1950; 

Greek Information Office, Greek Bulletin, Lon 
don, England, February 28, 1950. 


Greek Trade and Payments Agreements 


Trade relations between Greece and Spain are to be 
resumed under a one-year agreement, signed on February 
23, which provides for an exchange of goods valued st 
US$2 million each way. Claims of Greek shipowners 
whose ships were sunk during the Spanish Civil War are 
reported to have been settled by the agreement. 

An agreement with Norway provides for Greek imports 
by the end of June 1950 valued at US$2 million, and for 
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Greek exports valued at US$0.5 million. The resulting 
import surplus will be covered by Greece’s drawing 
rights on Norway under ERP. 

Under the agreement with Austria signed on February 
95, Greek exports have been set at US$7.3 million. The 
proceeds from these exports plus Greek drawing rights 
on Austria under ERP are to pay for imports of about 
US$8.1 million. 

The trade agreement signed on January 1 with Portu- 
gal provides for exchange transactions valued at US$1 
nillion each way, in addition to Greece’s imports of 
US$] million through her drawing rights on Portugal 
under ERP. 

Because of the failure of Greece and the Netherlands 
to conclude an agreement, trade between the two coun- 
tries has been conducted primarily on a barter basis. 
Out of Greece’s drawing rights Of US$7 ‘million on the 
Netherlands under ERP, only US$1.2 million, or 17.3 
per cent, had been utilized by December 31, 1949, con- 
trasted with a 60 per cent utilization by Greece of draw- 
ing rights on all participating countries. 

Sources: To Vima, Athens, Greece, February 28, 1950; 
U.S. Department of Commerce, Foreign Com- 
merce Weekly, Washington, D.C., March 6, 
1950; Atlantis, New York, N.Y., March 5 and 
7, 1950; Naftemboriki, Athens, Greece, March 
8, 1950. 


West German Capital Formation 


Long-term investment in Western Germany during the 
first year following the currency reform (July 1948 to 
June 1949) has been officially estimated by the German 
authorities at DM 15-16 billion; of this, about DM 6 bil- 
lion was used for the current upkeep of plant and equip- 
ment and about DM 10 billion went into new investments. 

To finance these investments it is believed that not 
less than DM 3 billion was supplied by public authorities 
(more than 80 per cent from German sources and only 
about one sixth from GARIOA counterpart funds). New 
private investment, estimated at about DM 7 billion, was 
financed either by the banking system through credit 
expansion (DM 3.6 billion, mainly in the form of short- 
term credits, of which 1.2 billion was supported by actual 
savings), or through the plowing back of profits retained 
by private enterprises (such profits frequently escaped 
taxation). Investments which were subject to the control 
of public authorities were channeled mainly into housing 
(50 per cent), public works and institutions (25 per 
cent), and transportation (15 per cent), while private 
investments not controlled by the authorities were widely 
distributed throughout the economy. 

According to German estimates, investments during 
the second year following the currency reform, i.e., the 
Period from July 1949 to June 1950, will reach approxi- 
mately DM 17 billion; with allowance for an annual 


depreciation rate of DM 6 billion, German. authorities 
anticipate that new investments will be DM 11 billion, of 
which DM 2.3 billion will be financed by public funds, 
DM 2 billion by GARIOA and ERP counterpart funds, 
and DM 6.7 billion by private capital. Among private 
sources, commercial and savings banks are expected to 
supply DM 2.2 billion derived from savings, while the 
remaining DM 4.5 billion may be financed mainly by 
additional short-term credits advanced by the banks or 
by self-financing, particularly of industry, from retained 
profits. 

Source: Neue Ziircher Zeitung, Ziirich, Switzerland, 

February 24, 1950. 


East German Currency 
The value of the East German currency, as quoted by 


‘the official “ éxchangeé’ “offices in’ West’ Berlitirétently 


dropped to 84%-9 East Marks for 1 (West German) 
Deutsche Mark; these are the lowest quotations reported 
since the two currencies were introduced separately in 
the Eastern and Western Zones of Occupation of Germany 
by the currency reform laws promulgated in the summer 
of 1948. In January and February, quotations ranged 
from about 6 to about 7 East Marks per Deutsche Mark. 
Rumors of an impending currency reform in East- 
ern Germany have been denied by the East German 


authorities. 


Sources: Rhein-Neckar Zeitung, Heidelberg, Germany, 
January 3 and February 19, 1950; The Wall 
Street Journal, New York, N.Y., March 20, 1950. 


Rumanian-Soviet Trade Agreement 

On February 17 Rumania and the U.S.S.R. signed a 
new trade agreement providing for a 30 per cent increase 
in 1950 over 1949 in the exchange of goods. Rumania 
will deliver to the U.S.S.R. primarily oil products, timber, 
freight wagons, chemicals, and meat products, in ex- 
change mainly for cotton, metals, iron ore, coke, in- 
dustrial equipment, motor vehicles, and agriculture 
machinery. 
Source: Romanian Legation, Romanian News, Washing- 


ington, D.C., March 12, 1950. 


Middle East 
Middle East Oil 

While world production of oil declined from 471 mil- 
lion tons in 1948 to 468 muilions tons in 1949, and U.S. 
output fell from 277 million tons to 253 million, Middle 
East oil production increased from 57 million tons to 70 
million. The principal increases were in Iran and 
Kuwait. 

Larger royalty payments and local expenditures by the 
concessionary companies have increased appreciably the 
foreign exchange receipts of the oil producing countries 
and those of certain other countries in whose territories 
new refineries and pipelines are being constructed. De- 





velopment programs in some of the Middle Eastern coun- 
tries are closely connected with receipts from oil; and in 
Iran and Iraq the rate of development is likely to be 
stepped up when expected increases in oil production and 
royalties are realized. 
Source: Le Commerce du Levant, Beirut, Lebanon, 
March 4, 1950. 
traq’s Foreign Trade 
Iraq’s foreign trade for the first six months of 1949 
showed an import surplus of ID 16.3 million (ID 1 = 
US$2.80). Imports during this period were ID 19.3 mil- 
lion and exports ID 3.0 million. Grains and dates were 
the leading exports, together amounting to ID 2.1 million. 
Other important exports were livestock, wool, hides, and 
skins. The principal imports were textiles and clothing 
(ID,.3,7 million), machinery (1D 2.4 million), and iron 
and steel (ID 2.1 million). Imports of foodstuffs, includ- 
ing tea, sugar, and coffee, were ID 2.3 million. The im- 
port surplus was probably reduced in the latter half of 
1949 by increased exports of barley and other cereals. 
Sources: Baghdad Chamber of Commerce Journal, De- 
cember 1949, and The Iraq Times, January 26, 
1950, Baghdad, Iraq. 
Syrian-Lebanese Relations 
After months of unsuccessful negotiations, Syria and 
Lebanon have broken off their economic and customs 
union, which had been in existence since the end of 
World War I. Henceforth each country will have its 
own tariff and economic policy; and transfers of goods, 
labor, and funds between the two countries will be sub- 
ject to the same controls and restrictions as those from 
third countries. The decision was reached as a result 
of Lebanon’s refusal to restrict imports and to accept 
the unification of the Syrian and Lebanese currencies. 
Recently, the Lebanese pound has been selling at a pre- 
mium of about 10 per cent over the Syrian pound, al- 
though the two currencies have the same par.value. The 
two countries are likely to work out commercial and 
payments agreements to replace the old arrangement. 
Meanwhile, Syria is accelerating work on the port of 
Latakia with the help of funds and machinery recently 
borrowed from Saudi Arabia (see this News Survey, Vol. 
II, p. 257). Beirut (Lebanon), which serves both Syria 
and Lebanon, is at present the only good port on the 
Mediterranean. When the port of Latakia is completed, 
Syria hopes to cut to a minimum its transit trade through 
Lebanon. 
Source: Le Commerce du Levant, Beirut, Lebanon, March 
15, 1950. 


Far East 


Pakistan's Trade Agreements 
A trade agreement between Pakistan and Germany 
provides for trade aggregating about $112 million a year. 
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Pakistan will obtain textiles, leather, machinery, anj 
chemicals in exchange for hides and skins, jute, tea, and 
drugs. Under an agreement with Czechoslovakia, pro. 
viding for trade of about $22.4 million a year, Pak. 
istan will import considerable quantities of cloth. Both 
agreements are subject to ratification by the countrig 
concerned. 

Source: Embassy of Pakistan, Pakistan Affairs, Washing. 

ton, D.C., February 3, 1950. 


Indonesia’s Monetary Changes 


Following upon the recently announced new Indonesian 
exchange policy (see this News Survey, Vol. II, p. 277), 
the Indonesian Government has decreed a monetary 
purge, by ordering paper money of more than five 
guilders in value to be literally cut in two. The left-hi d 
half will be valid as currency at half the face. value of 
the original note until April 9, after which it must bh 
exchanged for new currency, also at half the value of the 
original note. (The Indonesian guilder recently was 
quoted in the United States at $0.26.) Half of all money 
held as cash or in bank accounts is to be turned over to 
the Government in exchange for government bonds, bear- 
ing 3 per cent interest. The full amount of accounts 
under 400 guilders, and 200 guilders of accounts of les 
than 1,000 guilders, will be exempt from this requirement. 

A wide variety of circulating media has been in use in 
Indonesia since the war, including government guilder 
notes, Javasche Bank notes, other small notes, and several 
issues of “republican money.” It is also reported that « 
large quantity of forged notes is in circulation. Th 
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volume of “Uri” (Ueang Republik Indonesia) money, 
the most important republican issue, has been estimated 
4% million roepiah, though much of this has probably 
heen lost. In the latter part of 1949, Uri money was 
reported to be changing hands at rates around 100 Uri 
to 0.75 Indonesian guilder. Other republican issues had 
depreciated further. The total of deposit money increased 
during 1949 from 1,365 million guilders to 1,670 million, 
snd total money in circulation increased from 3,063 mil- 
lion guilders to 3,685 million. Despite fiscal measures, 
restrictions of government spending, and an increasing 
supply of goods, inflationary forces dominated throughout 
the year. 

On July 14, 1949, the Javasche Bank was authorized, 
as a temporary measure, to issue 0.50, 1, and 2.50 guilder 
notes. These, notes have been prepared, but their release 
postponed until they could form part of an entirely new 
isue which, at the appropriate moment, would take the 
place of the issues now in circulation. 

Sources: Economisch-Statistische Berichten, Rotterdam, 
Netherlands, February 15 and March 1, 1950; 
The Journal of Commerce, New York, N.Y., 
March 20, 1950. 


Korean Trade With Japan 


The South Korean Trade Mission, at conferences with 
oecupation officials in Japan, has discussed the renewal 
of last year’s trade and financial agreements, and, in 
talks with representatives of 59 leading Japanese firms, 
has considered measures to break their nations’ trade 
stalemate. The Mission pointed out that only 20 per cent 
of the goal for the 1949-50 trade agreement, which will 
terminate on March 31, has been achieved. 

The volume of Japanese imports from South Korea is 
limited by the proceeds from Japanese exports. The most 
important item exported to Japan during the past year 

| vas some $6 million worth of rice, which greatly eased 
the serious Japanese food situation. Other Korean ex- 
ports included laver (purple edible seaweed, valued at 
4 million), graphite ($1.2 million), anthracite ($1.12 
nillion), scrap iron ($1 million), and fish ($1.7 million). 

The Mission stated that South Korea wishes to import 
fom Japan $31.63 million worth of commodities, of 
which $13.58 million would cover coal, fishing boats, 
machines, and other equipment. 

Source: The Journal of Commerce, New York, N.Y., 
March 16, 1950. 


hilippine Agricultural Rehabilitation 


For the first time since the war, the Philippine Gov- 
tmment has made arrangements for a large-scale agri- 
tultural development project to be financed by private 
‘pital. Under the terms of the agreement, the private 
im will clear and develop as a hemp plantation 7,500 
hectares (18,525 acres) of land in Davao. The firm will 
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pay only a nominal rent for the land, but the Government 

will purchase the entire fiber output at 92 per cent of its 

value. 

Source: U.S. Department of Commerce, Foreign Com- 
merce Weekly, Washington, D.C., February 27, 
1950. 


United States and Canada 
U.S. Foreign Trade in January 


U.S. exports of domestic and foreign merchandise fell 
almost $200 million in January, to $744 million, con- 
siderably below the $1,104 million in January 1949. Gen- 
eral imports increased $18 million to $623 million; they 
were $590 million in January of last year. 

Exports to sterling area countries decreased from $141 
million in. December to ‘$89 million in January; imports 
from that area dropped from $104 million to $102 million. 
Exports to Europe declined from $325 million to $238 
million, and imports increased from $81 million to $89 
million. Exports to the Latin American Republics fell to 
$197 million, from $214 million in December; imports 
increased from $222 million to $235 million. 

Source: U. S. Department of Commerce, United States 
Foreign Trade, Washington, D. C., March 20, 
1950. 


Export-Import Bank Report 


New credits of $128 million for foreign economic de- 


velopment were established in the second half of 1949 by 
the Export-Import Bank. The largest credits were granted 
to Afghanistan ($21 million), Chile ($25 million), and 
Yugoslavia ($20 million). New credits for 1949 totaled 
$241 million and total disbursements were $185 million, 
against repayments of principal of $144 million. 

The Bank points out that its responsibilities will 
increase as a result of the implementation of the Point IV 
program. If enabling legislation is passed by the U.S. 
Congress, the Bank will be called upon to issue guarantees 
against risks incident to private foreign investment. Al- 
though the Bank will continue to encourage private invest- 
ment abroad, it must also continue to make foreign invest- 
ments which are not attractive to private capital. 
Source: The Export-Import Bank of Washington, Ninth 

Semiannual Report to Congress for the Period 
July-December 1949, Washington, D.C. 


Canadian Freight Rates 

Canada’s Board of Transport Commissioners an- 
nounced on March 1 an increase of 7.4 per cent in freight 
rates on most types of traffic. On the traffic to which it 
is applicable, this means a 40 per cent rise in rates since 
March 1948. It is calculated that the latest award will 
yield the carriers about $26 million a year, and add 3 to 
4 per cent to gross revenues. 

The bulk of the rail movement of grain is exempted by 
statute from the Board ruling. Also the new increase 
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does not apply to feed grains, to U.S. goods passing 
through Canada in transit, or to export and import rates, 
with the exception of coal and coke where a modified 
increase is allowed. Competitive rates—those that have 
been lowered to meet competition—will be raised some- 
what, but the average increase may not be more than 
about 3 per cent. 

Source: The Globe and Mail, Toronto, Canada, March 2, 

1950. 


Latin America 
Mexican Oil Production 

Mexico’s petroleum reserve reached a new high of 
1,270 million barrels, and daily crude oil production in- 
c¥eased to 196,500 barrels at the end of 1949, according to 
a report by the Director General of Pemex, the Mexican 
Government oil monopoly. Total production in 1949 
was nearly 63 million barrels, or 4.5 million more than in 
1948. Daily production in 1950 is expected to reach a 
high of 300,000 barrels. 

The report stresses the favorable results of collabora- 
tion with Mexican-American independent companies, 
which a year ago obtained the first important participa- 
tion contract for development of Mexico’s oil industry to 
be granted since the expropriation of foreign companies 
in 1938. It also states that the 1949 drilling program was 
the most extensive since 1930; that 96 new productive 
wells were being brought into production; that a modern 
refinery with a daily capacity of 30,000 barrels had been 
built at Salamanca, bringing the 1949 refinery output up 
to 50.8 million barrels, and that construction of a new 
pipeline across the Isthmus of Tehuantepec from the Gulf 
of Mexico to the Pacific had been started. Nine tenths of 
a $10 million loan from the Export-Import Bank had been 
repaid, and final payment is expected to be made in 
August 1950. 

Source: El Nacional, Mexico, D.F., March 20, 1950. 
Nicaraguan Compensation Exports 

A list of articles that may be used in so-called compen- 
sation transactions was published recently in Nicaragua. 
According to a decree of December 16, 1949, which modi- 
fied exchange and import control procedures, all or part 
of the foreign exchange forthcoming from the export 
of certain agricultural products might be used for the 
importation of any items on the essential or semiessential 
import lists; the proportion ranges from 50 per cent to 
100 per cent. All the export items entitled to this privi- 
lege are of relatively minor importance compared with 
coffee, which is the major export. 

Source: U.S. Department of Commerce, Foreign Tariffs 
and Trade Controls (mimeographed), Washing- 
ton, D.C., March 20, 1950. 


Exchange Deficit in Venezuela 

A deficit of $30 million in foreign exchange trans 
actions during January 1950 is reported by the Central 
Bank of Venezuela. Purchases of exchange amounted to 
$24 million, whereas sales were $54 million, compared 
with purchases of $53 million and sales of $46 million in 
December 1949. The greatly reduced exchange receipts 
in January were due to lower exchange sales by the 
petroleum industry. This in turn was due to the nonpay. 
ment of some taxes on petroleum since a new agreement 
has not yet been made between the Minister of Public 
Works and the petroleum companies. The existing agree. 
ment was denounced by the companies on October 1, 1949 
because of changes in petroleum prices on the inter. 
national market. 

At the end of February, exchange reserves had fallen 
4.6 million bolivares ($1.4 million) below the level at 
the end of January, to 1,144.5 bolivares ($342 million), 
but remained about 11 per cent above the level a year 
earlier. 

Sources: El Nacional, Caracas, Venezuela, March 10 and 
12, 1950. 


Chile’s Foreign Trade 

Chile’s total foreign trade of $600.5 million, excluding 
precious metals, in 1949 was slightly higher than in 1948, 
and the highest in the last 20 years. Exports declined 
from $329.1 million in 1948 to $296.4 million in 1949, 
This decrease is reported to have been due largely tos 
decline of mining products exports. Gold exports, how: 
ever, which are not included in these figures, increased 
to $11.4 million from the very low level of $0.2 million. 
Imports rose to $304.1 million from $268.2 million in 
1948. The trade deficit for 1949 was therefore $7.7 mil- 
lion, but when gold exports are taken into account, it 
appears that there was a surplus of $3.7 million. 
Source: Banco Central de Chile, Boletin Semanal, Sa- 

tiago, Chile, March 10, 1950. 


International Financial News Survey, written by 
members of the staff of the Fund, is based on mate 
rial published in newspapers, periodicals, official docu- 
ments, and other publications as cited at the end 
of each note. Explanatory material may be added, 
but no Fund editorial comment or opinion. There 
fore any views expressed are taken from the sources 
quoted and are not necessarily those of the Fund. 
Since space limitations preclude a complete or ex- 
haustive presentation of all relevant news items, 
preference is given to material which bears most 
directly on the business of the Fund. 

The News Survey is published weekly, except in 
the Christmas and New Year weeks. It may be ob- 
tained by applying to 
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